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INDUSTRIAL ACCOUNTING AN ESSENTIAL 
TO MANAGEMENT 


HENSEL 


PHILIP H. 


ANUFACTURE is the prin- 
cipal cause creating a de- 
mand for cost accounting, and a 
well-rounded system of industrial 
accounts furnishes the best baro- 
meter of business. Because of 
the inadequacy of transportation, 
early industry served local de- 
mands primarily. These demands 
were at first, on the whole, so much 
in excess of the possible supply of 
manufactured goods that the prob- 
lem was to get suitable and effective 
equipment to increase production, 
with little or no concern for cost, 
except in so far as the total costs 
might exclude demand for the 
product through the economic law 
of comparative wants. With the 
increase in means of both com- 
munication and _ transportation, 
markets were broadened and costs 
probably became even a smaller 
factor in the scheme of supplying 
human needs and wants. 


Then came the era of exploita- 
tion of natural resources with 
ample supplies of raw materials 
and little competition on account 
of unsatisfied demands. Following, 
and still a part of this period, came 


an era of duplication and multipli- 
cation of manufacturers of the 
same goods, brought about by the 
development of trained men desir- 
ing to enter manufacture not as 
employees but as principals or 
entrepreneurs. For some time even 
then a knowledge of final results 
after inventory time seemed to 
satisfy the majority of manufac- 
turers. Results were considered 
in the light of these final figures 
and the business was judged in 
periods of one year, either as a 
“good year” or a “poor year”, with 
little regard to the effect of costs 
on the changing demands and com- 
petitive influences to which indus- 
try was being subjected. 

Next was the advent of keener 
competition and a striving for im- 
provement in methods, men, ma- 
chinery and materials, which de- 
veloped a demand for accurate 
information that could be supplied 
only through a more detailed and 
scientific division of expenditures 
and depreciating assets. This was 
the period of widening interest in 
cost accounting in the Dominion. 
A refinement and even some stan- 
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dardization of costs ensued and 
then came the war and the common 
use of cost-plus contracts to expe- 
dite agreement on the price of 
materials of all kinds urgently 
needed by the government, and as 
recognition of the uncertainty of 
costs under conditions of war and 
of greatly increased production. 


Then followed the post-war 
period with better transportation, 


tive plants and productive facili- 
ties, over-production, cheap im- 
ports, diffusion of industry from 
seemingly established areas and 
improved methods of sales, adver- 
tising and distribution. This gen- 
eration already sees the control by 
relatively few interests of the 
principal natural resources, the 
tendency towards mergers and con- 
solidations in most of the basic in- 
dustries and the reduction in mar- 
gins of profits in many lines suf- 
ficient to provoke the now popular 
designation of “profitless pros- 
perity”. 


The value of a cost accounting 
system may be measured directly 
in terms of the quality of informa- 
tion furnished, the clarity with 
which it is presented and the speed 
with which it is made available. 
The study of ancient history may 
be of some interest to posterity, 
but in relation to present results 
of business operations it is of little 


an increased number of competi- 


value to an inquiring executive. 
The cost accountant has become of 
increasing importance as an aid 
to management and_ therefore 
needs a constantly increasing 
breadth of view and training. 


Narrowly defined, the cost ac- 
countant is one employed in: 


1. The design and installation of 
a cost and general accounting 
system. 


2. The direction or operation of 
a cost-accounting system. 


3. The preparation of cost-ac- 
counting reports, charts and 
statistics. 


4. The compilation of ‘general 
statistics, cost estimates, 
market data, etc. 


Again, the scope of cost account- 
ing, narrowly considered, em- 
braces the analysis or breaking 
down of general accounting into 
detailed accounting of the costs: 


1. By any classification of ac- 
counts ; 


. By departments or processes; 
. By operations; 


. By finished products; 


a ff. Ww WD 


. By assemblies, sub-assemblies 
and parts. 


It is of most interest to consider 
the work for which the cost ac- 








ive. 
> of 
aid 
ore 
ing 


n of 
ing 


1 of 


-ac- 
and 


eral 
ites, 


unt- 
em- 
cing 
into 


ac- 


ses ; 


dlies 


ider 
ac- 








countant is trained, wherein he 
serves as an important aid to man- 
agement, and the several divisions 
of this work will be considered in 
the following order: 


The cost accountant as an aid to 
management in 


1. Estimates of potential mar- 
kets. 


2. Estimates of costs of manu- 
facture as a guide in deter- 


mining plant capacities, 
equipment, working capital, 
etc. 


8. Estimates of cost of construc- 
tion. 


4. Preparation of cost reports 
for use in: 


(a) controlling expenditures 
through budgets, 


(b) determining selling 
prices, 
(c) determining profitable 


lines and individual prod- 
ucts, 


(d) cutting down overhead 
costs, 


(e) finding leaks and improv- 
ing methods. 


5. Preparation of charts and 
data for use in reflecting 
sales, operating and financial 
data. 
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Among the first considerations 
in the establishment of ar industry 
is that of the potential market for 
the product. Where the com- 
modity is one in very general use, 
it is often possible for the cost ac- 
countant to obtain government 
statistics showing the production 
and consumption in the aggregate 
and by territories. More often it 
is necessary to obtain such infor- 
mation from trade journals or to 
calculate it conservatively from 
krown factors upon which demand 
is based. Price, and therefore 
cost, is often the most important 
single consideration in the market 
that can be established for any 
product, and the cost accountant 
is of value in determining the ef- 
fect of increased production on 
costs and resultant selling prices. 

The study of potential markets 
for a new industry and the various 
other economic factors, including 
available capital, provide the basis 
for determining plant capacity. 
The capacity required dictates the 
machinery and equipment neces- 
sary, and the arrangement and lay- 
out of equipment for the best 
sequence of operations and lowest 
handling costs determine the type 
of construction and size of build- 
ings. The flow of material, nec- 
essary labor classified by occupa- 
tions and required overhead costs 
are then planned, and from these 
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data estimates must be made of the 
necessary working capital. In all 
of this the cost accountant’s train- 
ing fits him best to comprehend the 
problems and to supply most of the 
basic information on which final 
decisions are made by the manage- 
ment. 


When financing is assured, the 
period of building construction 
ensues and then it is desirable, for 
the purpose of accurate valuation 
of properties, to keep detailed costs 
of the various building units by 
their composite parts. This is val- 
uable because it relates to insur- 
ance, accurate depreciation, pos- 
sible future additions and proper 
valuation. Some of the best work 
along this line has been built up 
by the interstate commerce com- 
mission in its valuation of railroads 
and its classification of construc- 
tion accounts for common carriers. 


As already mentioned, it is desir- 
able in both the new and the estab- 
lished industry to determine as far 
as is practicable the expected sales 
for a future period of one year say, 
and from this to schedule manu- 
facturing operations and budget 
their costs. These figures are set 
up as a satisfactory objective and 
as a guide to purchasing, hiring 
employees, or necessary produc- 


a 


tion per dollar of labor costs, as 


well as a limitation on operating, 
selling and general expenditures. 
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Where selling prices are not 
wholly controlled by either estab- 
lished markets or competition, the 
cost accountant is responsible for 
the compilation of accurate costs 
with proper overhead distribution, 
on which are based the prices at 
which the products may be sold 
Prior to the development of cost 
accounting, as it is now known, 
these costs often embraced the 
direct and easily obtained cost 
elements with a more or less anti- 
quated and arbitrary percentage 
added for overhead, probably not 
in expectation of a proper allow- 
ance for depreciation on property 
or for other accruals such as taxes 
and insurance at their existing 
rates. Usually no attention was 
paid to the proper division over 
several different products. The 
continued use of such faulty bases 
for the establishment of prices in- 
variably results in loss of profits 
and in some cases failure. Where 
the work of the cost accountant 
might avert such a condition his 
importance to management is 
obvious. 


Trustworthy costs for the sev- 
eral products or lines manufac- 
tured are the greatest factor in 
policy determination relative to 
extending, controlling or discon- 
tinuing certain of these products. 
At the present time extensive cost 
studies are being made in a local 
manufacturing plant which pro- 











not 
stab- 
the 
for 
osts 
tion, 
s at 
sold 
cost 
wn, 
the 
cost 
nti- 
age 
not 
low- 
arty 
ixes 
ting 
was 
ver 
The 
ASeS 
in- 
fits 
ere 
ant 
his 
is 


}eV- 


in 
to 
on- 
cts. 
ost 


ro- 











INDUSTRIAL ACCOUNTING AN ESSENTIAL 101 
TO MANAGEMENT 


duces four distinct lines and about 
one hundred individual products, 
to determine for the board of di- 
rectors the profit or loss on the 
several products. This company 
has operated for years with an 
annual inventory and with only a 
general knowledge of the propor- 
tionate earnings in the different 
departments of the business. It is 
now believed by the board that the 
cost figures will show considerable 
loss on certain lines of merchand- 
ise and that their most profitable 
lines have been carrying this bur- 
den. It would be impossible for 
the management to form intelli- 
gent policies for this industry 
without the most careful work on 
the part of cost accountants, and 
these accountants know the im- 
portance of presenting an accurate 
report and the moment of the de- 
cisions that will depend on their 
report. 

The proper classification of ac- 
counts will quickly reflect the rela- 
tive importance of the various ele- 
ments comprising the cost. This 
analysis detailing plant overhead, 
selling and administrative ex- 
penses and the percentage of each 
to total cost or selling prices pro- 
vides an excellent basis for a man- 
agement study. First of all, items 
must be classified if possible as 
fixed or variable. For instance, 
tax bases and insurance coverage, 


once determined, are more or less 
fixed items of expense, whereas 
such items as general plant labor, 
power, sales and office salaries are 
to an extent variables and may be 
reduced. The cost accountant who 
is alive to his opportunities will 
not only prepare these analyses but 
will make use of them in calling to 
the attention of the proper officers 
possible savings in cost as in- 
dicated either by comparative 
costs of several periods or from 
personal observation. 

Detailed studies of material and 
labor costs may often indicate 
leaks that would not come to the 
attention of the management 
otherwise, and labor studies when 
first made almost invariably point 
to possible improvements of 
methods in use. 

The average cost department 
feels that when it has prepared 
well classified, neatly typed cost 
statements at the end of each 
month and has delivered them, its 
function has been properly per- 
formed and it has no further oblig- 
ations other than answering speci- 
fic inquiries, until the routine of 
the next month is carried through 
in very much the same way. From 
the viewpoint of the organization 
chart and the obligation that it as- 
signs, the department is_ right. 
From the viewpoint of its import- 
ance to the industry it has deliver- 
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ed about twenty-five per cent. of 
its total potential value. The 
majority of those actively engaged 
in cost work will agree that cost 
reports on the whole do not receive 
nearly the interest and attention 
that they merit from the persons 
for whom they are prepared. This 
is because the cost department pos- 
sibly has not recognized the fact 
that everything, even a cost report, 
requires a certain amount of sell- 
ing. In other words the reports 
must be presented in such a form 
that they will receive interest and 
attention. 


The most effective way yet dis- 
covered to insure the effectiveness 
of cost reports is to present them 
in chart form. Even though the 
chart does not contain the informa- 
tion on which action can be taken, 
it can most effectively direct atten- 
tion to cost tendencies. In other 
words it can act as an alarm and 
stimulate the mind more readily 
than figures alone. 


There is an increasing trend to- 
ward: 


1. Control of cost through stan- 
dardization of products; 


2. Control of cost through mod- 
ern purchasing methods; 


3. Control of costs through 
scheduling of production——or 
planning by operations; 


THE QUARTERLY REVIEW or COMMERCE 


4. Control of costs through the 
ever growing chain-belt as- 
sembly principle; 


5. The displacement of cost 
accounting as the sole med- 
ium or agency for reduction 
of costs, through the develop- 
ment of methods 1 te 4. 


The cost accountant should rec- 
ognize these trends and keep 
abreast of the development. He 
should go even further by being a 
leader in advocating the adoption 
of these modern practices, for only 
through the adoption by his em- 
ployers of modern costs and 
methods can he hope to be long 
identified with a successful indus- 
try. 


There is a real demand in indus- 
try for the modern cost accountant. 
Referring back for a moment to 
the periods of industrial develop- 
ment, we might be said to have 
entered an era in which he has be- 
come an essential aid to manage- 
ment. His training and experience 
fit him to undertake the real prob- 
lems of management. 


Successful executives have long 
realized that cost keeping, or cost 
finding, is essential to business 
success and that it is not a theory, 
advanced by chartered accountants 
for their own particular aggrand- 
izement, although to the untrained 
man cost accounting has long been 
shrouded in deepest mystery. 
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A logical conclusion, therefore, 
is that every industrial plant needs 
a reliable cost system to present 
regularly in an orderly manner the 
vital facts relating to the business, 
and to tell the story, week by week, 
of actual current business condi- 
tions, including exact costs of oper- 
ations by divisions and depart- 
ments of the business. 

Leading executives in many lines 


of business have recognized the 
value of uniform methods of ac- 
counting as a means of bringing 
together for intelligent discussion 
manufacturers who have common 
problems and common interests. 
The use of uniform cost-account- 
ing methods will go far toward the 
elimination of unintelligent com- 
petition resulting from incomplete 
or unreliable costs. 








COVERAGE OF CERTAIN BUSINESS RISKS 


WITH LIFE INSURANCE 
ORVILLE EADIE 


HERE is, perhaps, no other 

form of human endeavour which 
presents the multiplicity of risks 
that is attached to the conduct of 
a commercial enterprise, the funda- 
mental purpose of which is pecun- 
iary gain to the owner. Manage- 
ment must be constantly on the 
alert to protect against circum- 
stances which would have a nega- 
tive effect on the attainment of its 
object—the acquisition of profit. 
Organized exchanges are perhaps 
the most highly developed means 
of minimizing risks attendant upon 
price fluctuations, particularly in 
the milling and textile industries. In 
industries which do not offer hedg- 
ing facilities on organized ex- 
changes, management is always 
watching for factors which might 
affect its sales and strives at all 
times to maintain a proper balance 
between its sales forecasts and pro- 
duction and inventory. Business 
and statistical services, both gov- 
ernmental and private, are render- 
ing definite assistance to manage- 
ment in forecasting trends of busi- 
ness activity so that action may be 





taken to minimize loss and max- 
imize gain. The hazards of fire, 
liability and dishonesty are insured 
against wherever possible. All 
these have been accepted aids tc 
the proper conduct of commercial 
enterprises for many years, but 
hedging against loss of the effec- 
tive producing power of the per- 
sonnel through death, disability 
or loss of initiative is of com- 
paratively recent origin. This 
is an ever present risk of major 
importance that can be effectively 
underwritten by the life insurance 
company. 


Life insurance in its specific ap- 
plication to business may be divid- 
ed into two definite classes: 


1. Coverage of employees — 
workers, supervisors and 
minor executives. 


2. Coverage of employers — 
major executives or the 
“management” class and 
owners. 


In one major respect these two 
classes of coverage differ ma- 
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terially. Coverage of employees or 
the “worker” class is not designed 
in any way to reimburse the enter- 
prise for loss of effective producing 
capacity. It is designed to minimize 
the preventable part of the loss— 
destruction of producing power 
through resignation, fear on the 
part of the employee of the disas- 
trous result of disability or death, 
strikes or any of the other results 
attendant upon a recurrence of the 
age-old “capital-labor” strife—dis- 
loyalty, soldiering on the job 
and sabotage. Management must 
avail itself of any counteragent to 
these ills by developing a finer 
spirit of co-operation between the 
employee class and the manage- 
ment-employer class. This can be 
accomplished to an effective degree 
by Group Insurance. 

The second class of coverage— 
Business Life Insurance — appli- 
cable to the major executives or 
management class, is designed to 
reimburse the business for loss of 
effective producing power through 
death or disability. Personnel turn- 
over within this class is consider- 
ably less than in the employee 
class. Strikes and sabotage are 
practically unheard of and soldier- 
ing on the job, where it does occur, 
takes the far more subtle form of 
lack of initiative which, as in the 
case of employee coverage, life 
insurance is designed to prevent. 


Group Coverage 

Group Life, Sickness and Acci- 
dent Insurance is the best known 
and most widely used application 
of the facilities of the life insur- 
ance company to business person- 
nel. It is recognized by manage- 
ment as a most effective tool in 
reducing labor difficulties on the 
lower levels more particularly in 
regard to: 


1. Stimulation of Loyalty. 


There is a pronounced feeling on 
the part of employees having 
Group Insurance that the firm is 
“playing the game” with them, 
especially if the plan in effect calls 
for payment by the company of a 
considerable portion of the pre- 
mium. The feeling of enthusiasm 
and co-operation generated in this 
manner precludes development of 
much of the difficulty arising from 
a dissatisfied personnel. 


2. Reduction of Turnover in 
Labor Personnel. 


This is particularly applicable 
where the amount of insurance 
varies with length of service and 
position. A man will not readily 
forego the advantage of insurance 
protection to his wife and family 
at the reduced cost of Group Insur- 
ance. Even if all firms had this 
form of coverage on their em- 
ployees there would be a decided 
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tendency to stability of employ- 
ment if a change necessitated lower 
insurance protection through loss 
of length of service. It is estimated 
that labor turnover costs business 
on this continent over a billion 
dollars a year. A company makes 
a definite and frequently consider- 
able investment in a worker in the 
form of training cost which may be 
considered to be written off over a 
period of time as the worker in- 
creases in experience and efficiency. 
Other definite expenses connected 
with labor turnover are spoilage of 
materials by the new, inexperi- 
enced worker and the reduced rate 
of production during his training 
period. 


3. Alleviation of Certain of the 
Employee’s Financial Worries. 


Worry destroys efficiency. If a 
worker foresees in his disablement, 
prematurely by accident or later 
on by enforced retirement through 
old age, his inability to provide 
his wife and family with the 
necessities and comforts of life 
—things which he is able tc 
supply out of his weekly pay 
envelope while employed — the 
worry occasioned thereby may ma- 
terially decrease his present pro- 
ductive power. If he foresees on 
his death his family destitute, 
unable through the meagre earn- 
ings of the widow to repay the 
mortgage on their home or give 


children the education necessary 
to their proper start in life, his 
present efficiency and value to his 
employer may be considerably de- 
creased. All these financial wor- 
ries on the part of the employee 
can be covered by life insurance, 
but much more cheaply, and, there- 
fore, more effectively, under a 
Group plan than is possible under 
an individual policy. 

4. Attraction of Better Class of 
Workers. 


Married men, sobered consider- 
ably by family responsibilities, 
are normally the most desirable 
employees. To them regular work 
and a steady income are essentials. 
To them also the benefits they and 
their families may derive from life 
insurance are most attractive. The 
company offering the advantages 
of Group Life, Sickness and Acci- 
dent Insurance will appeal to this 
class of men as a most desirable 
place to work. 


5. Release from Demands for 
Financial Relief of Employee’s 
Family. 


The death of an employee fre- 
quently leaves a family in dire need 
of financial assistance. The com- 
pany for which the deceased em- 
ployee worked is looked to for 
assistance and employers who real- 
ize their responsibility to their 
workers normally do all in their 
power to relieve the destitute 
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family. Few companies are large 
enough to carry their own insur- 
ance fund to provide against such 
contingencies, especially if the 
occupational hazards of the in- 
dustry are high or if an unfore- 
seen epidemic should multiply the 
demands upon such a fund. Group 
coverage automatically takes care 
of the company’s responsibility on 
a fair and equitable basis, the 
amount of indemnity depending 
upon position and length of service. 


6. Satisfaction of Conscious Ob- 
ligation of Socially-Minded Man- 
agement. 


In the case of many generous- 
hearted and socially-minded em- 
ployers their sole purpose in 
placing Group Insurance on their 
employees is a paternalistic desire 
to help. Such a feeling on the part 
of management is to be highly com- 
mended. Under a Group Insurance 
plan, the employer is able to im- 
prove the condition of his em- 
ployees very tangibly by placing 
definite and valuable benefits in the 
hands of their dependents. 


Business Life Insurance 


The many and varied applica- 
tions of this form of coverage are 
not so generally recognized. In 
general insurance technique it does 
not differ in any fundamental re- 
spect from Ordinary Life Insur- 


INSURANCE 


ance, but its specific application to 
the solution of certain business 
problems has given it an individ- 
uality necessitating a descriptive 
title — Business Life Insurance. 
Some of its more important appli- 
cations are discussed below. 


1. To Provide a Sinking Fund 
for Retirement of Bond Issue or 
Mortgage. 


Life Insurance presents a very 
satisfactory method of providing a 
sinking fund for the retirement of 
large outstanding obligations. An 
endowment policy for the term of 
the mortgage or bond issue should 
be placed on the life of the execu- 
tive whose death would most seri- 
ously affect the company’s ability 
to meet its maturing obligation. 
The provision for life insurance in 
mortgage indentures or bond agree- 
ments, where the bonds are callable 
upon the prior death of the speci- 
fied executive, is becoming increas- 
ingly common, because of the 
recognition being given to this 
form of business protection by 
mortgage companies and invest- 
ment bankers. 


2. To Repay Bank Loans. 


The value of insurance protec- 
tion to creditors varies directly 
with the degree of liquidity requir- 
ed and the emphasis upon the char- 
acter of the debtor. As a result, 
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banks frequently require life insur- 
ance protection for their loans, 
either through the assignment of 
personal insurance as collateral or 
the placing of Business Life In- 
surance in favor of the bank for 
the period of indebtedness. 


8. To Liquidate Good Will. 


This intangible source of profits 
in an organization is frequently the 
result of advantageous trade or 
public connections built up around 
the personality of one or more of 
the executives. If the organization 
must face the risk of losing all or 
part of its good will upon the death 
of certain individuals, it has an in- 
surable interest in those individ- 
uals and should hedge against its 
loss by Business Life Insurance 
coverage. This risk is particularly 
applicable to retail or service enter- 
prises or other small organizations 
built up by one or a few dominant 
figures still in control. 


4. To 
Assets. 


Prevent Shrinkage of 


Unless the proprietorship or part- 
nership values its tangible assets at 
their forced sale market value, it 
is facing the risk of asset shrink- 
age should it be necessary to liquid- 
ate the business. In the case of a 
partnership, dissolution occurs at 
death of one of the partners and 
immediate realization upon the as- 
sets of the concern may be nec- 


essary to settle the deceased part- 
ner’s estate. Business Life Insur- 
ance places in the hands of a 
surviving partner the necessary 
capital to buy out the deceased 
partner’s share of the business. 


5. To Prevent Sale of Business 
to Give Proper Shares to Other 
Heirs. 

If it is a business man’s wish to 
leave his business, his share or his 
stock in the business to a son, he 
may so indicate in his will, leaving 
the balance of his estate to his 
widow or other relatives. If the 
interest in the business, however, 
is far more valuable than the bal- 
ance of the estate, as is frequently 
the case, the will may be protested 
as being unfair to the other heirs. 
If the protest succeeds, the risk of 
asset shrinkage becomes a reality. 
Business Life Insurance provides 
the means whereby the proper 
share may be given to other heirs 
and the business remain intact for 
the designated beneficiary to carry 
on. 

6. To Settle Succession Duties. 


A business or valuable shares of 
stock may have to be thrown on 
the market at an inopportune time 
in order to settle the taxes on the 
estate of the deceased. Unless 
provision is made by Business Life 
Insurance to cover these taxes, en- 
forced liquidation of business inter- 
ests may be necessary, involving 
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considerable loss and a complete 
miscarriage of the well-meaning 
intentions of the deceased bene- 
factor. 


7. To Enhance Credit. 


Credit in any form is based on 
the assumption by the giver that 
the receiver will carry out his ob- 
ligation. Trade credit is granted 
more readily, other factors being 
equal, to the concern adequately 
protected against unforeseen loss 
of an integral part of its manage- 
ment through death. In order to 
secure credit on the most satisfac- 
tory terms, it is necessary to 
eliminate all possible hazards and 
the inclusion of “Cash Value of 
Life Insurance on Major Execu- 
tives” as an asset on the balance 
sheet is evidence that the company 
has made necessary provision for 
one of its hazards. 


8. To Guarantee Continuity of 
Management. 


In order to accomplish this effec- 
tively, it is necessary to arrange a 
plan whereby the major executives 
will be financially able to purchase 
the interest of the senior executive 
or major stockholder upon his prior 
death. The agreement may call for 
payment of the necessary prem- 
iums by the company or by the 
major executives or any combina- 
tion of the two as the circum- 


stances make advisable. Under 
such a plan, the estate of the de- 
ceased is paid at once and control 
passes to the surviving executives. 


9. To Protect Against Loss of 
“Key Men”. 


Following the death of a major 
executive in a company there en- 
sues a period of considerable stress 
and reorganization. The more im- 
portant the executive in relation to 
the enterprise itself, the more 
severe will be that period of stress 
and the greater will be the possi- 
bility of loss of future credit, re- 
payment demands from present 
creditors, withdrawal of major 
customers and public confidence 
and finally bankruptcy. The imme- 
diate payment to an enterprise of 
the proceeds of life insurance upon 
the death of a “key man” will 
minimize that loss of confidence 
and business during the period of 
internal reorganization. 


10. To Stimulate Executive En- 
thusiasm. 


Executives are apt, particularly 
in closely controlled companies, to 
lose their enthusiasm when it be- 
comes evident to them that they 
can never hope to acquire control 
or at least partial ownership in the 
enterprise. A Business Life Insur- 
ance plan can be arranged to ensure 
the fulfilment of their ambition 
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upon the death of the major execu- 
tive or to increase their own estate 
accordingly should he outlast them. 
This added stimulation to execu- 
tives results in a finer co-operative 
spirit within the organization. 
Today Business Life Insurance is 
becoming recognized as an effective 
tool of management. Together 
with Group Life, Sickness and Acci- 
dent Insurance it is providing man- 
agement with the means of effec- 
tively counteracting certain major 
risks connected with business per- 
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sonnel. New applications of the 
services of the life insurance com- 
pany to eliminate business haz- 
ards are being discovered regu- 
larly, usually by aggressive life 
underwriters with broad training 
in the economics of business man- 
agement. The day is approaching 
when such specialists will be re- 
tained on the staffs of business cor- 
porations in an advisory capacity 
to assist the management in reach- 
ing its goal—the minimization of 
loss and the maximization of gain. 
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ARTHUR G. DORLAND 


Dictators and Diplomacy 


HE control that Dictators 
exercise over national re- 
sources and policy is one of the 
advantages they enjoy in diplomacy 
that is denied free democratic na- 
tions like France and Great Britain. 
It is true that countries ruled by 
Dictators pay a heavy price eco- 
nomically and spiritually for this 
advantage, especially in the loss of 
personal freedom. But despite these 
losses, the gain is in the apparent 
solidarity which these countries 
present to the outside world, in 
contrast to the cross currents of 
opinion and conflicting views that 
confuse and blur the policies of 
democratic countries where differ- 
ent shades of opinion can be freely 
expressed. The censorship of the 
press under Fascist or Communist 
governments is, therefore, one of 
their most significant features, as 
it is essential that their peoples 
shall be led to believe what their 
governments wish them to believe. 
This situation has served to 
complicate the present position of 
Great Britain in its attempt to act 





as arbiter between France and Nazi 
Germany, as a result of the latter’s 
recent violation of the Versailles 
Treaty and repudiation of the 
Treaty of Locarno by the invasion 
of the demilitarized area in the 
Rhineland. There has been in 
Great Britain a strong and growing 
feeling that Germany cannot be 
kept forever in that position of 
economic and political inferiority 
that the Treaty of Versailles 
sought to place her in; though this 
feeling is tempered by much sym- 
pathy with the French desire for 
security and with her claim that 
this most recent lawless action of 
Germany shall be repudiated with 
all the authority of the League and, 
if necessary, by action that will 
make clear the consequences of 
lawlessness. The principal difficulty 
inherent in this situation is, that 
while Great Britain is lukewarm in 
applying such a policy of coercion 
to Germany, France has shown an 
equal reluctance in respect to Italy 
and the Abyssinian question. 

Herr Hitler has taken advantage 
of these conflicting currents of 
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opinion in both countries to execute 
his recent coup in the Rhineland, 
which has thrown the French into 
a frenzy of apprehension. Mean- 
while, the German government by 
its censorship of the press seeks to 
establish the opinion in Germany 
that Great Britain is as sympa- 
thetic to German claims as France 
is hostile. To this end, quotations 
from speeches in the British parlia- 
ment and articles in London papers 
are selected in such a way as to 
present only those passages that 
are favourable to Germany, and to 
omit all those that are in any way 
critical. The result is that the 
German people are deliberately 
drugged, and are ready to back 
their government to the limit, in 
the firm conviction that its policy 
is being backed by Great Britain. 
Nothing, of course, could be 
farther from the truth. Neverthe- 
less, there are important elements 
of public opinion that British policy 
is bound to take into consideration, 
especially the opinion of the work- 
ing classes and the trade unions. 
In a recent article Stephen Gwynn 
states the problem thus: “If the 
conscience of England were strong- 
ly moved, as it was in 1914, trade 
unionists would act again as they 
did then. But it does not seem 
conceivable that the marching of 
German troops into German terri- 
tory should have the same effect on 
English minds as the marching of 
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them into Belgium. English states- 
craft must take account of working 
class feeling.” 

This commentary on an import- 
ant element in British opinion is 
borne out by the following observa- 
tion of “Janus” in the Spectator: 
“There are at least two very good 
reasons why this country cannot 
even contemplate armed interven- 
tion in the Rhineland. One is the 
strength of the feeling against any 
kind of war anywhere, the other 
the unexpected tendency of the 
average man to rebel against 
France’s exigencies and condone 
Germany’s treaty breaking. The 
tendency may be carried much too 
far, and take too little account of 
hard facts—but there is no ques- 
tion about its prevalence. As to 
pacifism generally, that too, has 
wider range and deeper roots than 
is generally realized. An incident 
at Manchester a few days ago is 
instructive. A peace demonstra- 
tion, addressed by Mr. Lansbury, 
the Rev. Henry Carter and other 
“hundred per cent” pacifists, was 
to take place in the Free Trade 
Hall, which holds about 2,800 
people. This building being crowd- 
ed out, an overflow was held in the 
Albert Hall, capacity 2,300. Then 
the fairly capacious Friends’ Meet- 
ing House had to be hastily requi- 
sitioned, and even so, according to 
the Manchester Guardian, hun- 
dreds of would-be demonstrators 











must have failed to get in any- 
where.” 

Nor can such demonstrations be 
regarded as peculiar to working 
class opinion, for in intellectual 
circles there is likewise a strong 
feeling that the attitude of men 
like George Lansbury is not only 
idealistic but practical. Professor 
Aldous Huxley, writing in Time 
and Tide, urges publicists and poli- 
ticians to use more direct language 
in their discussions on peace and 
war. He reminds us that when the 
Church of England prayed to the 
Almighty for the victims of the 
Irish potato famine it used the 
words “succulent tuber,” as “po- 
tato”’ was considered rather a vul- 
gar word for the ears of the Deity. 
He therefore urges more realistic 
language so that politicians would 
recognize that “it was wrong for 
Smith to kill Schmidt, or for Braun 
to murder M. and Mme. Lebrun or 
Master Brown.” According to 
Aldous Huxley, no politician except 
George Lansbury ever thinks of 
using the words “right” and 
“wrong” in speeches about war and 
re-armament; and he concludes his 
article by stating that “the only 
practical suggestion for the prep- 
aration of peace yet offered by a 
politician is that of George Lans- 
bury.” This body of opinion will 
undoubtedly influence the British 
Government in the orientation of 
its future policy. 
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On the other hand, there are in 
Great Britain serious doubts as to 
the sincerity of Herr Hitler’s pro- 
fessions of peace, so that despite 
his suggestion that German might 
re-enter the League, and his offer 
to sign non-aggression pacts with 
France and Russia, as well as with 
the states bordering on Germany to 
the East, it is not unreasonable to 
ask that Herr Hitler shall take 
some constructive steps to diminish 
the suspicion which his latest re- 
pudiation of treaties has naturally 
aroused. There is a very strong 
feeling in Great Britain that one 
of the greatest obstacles to a good 
understanding with Germany, one 
of the major causes of diffidence 
concerning her proposed re-entry 
into the League, is her harsh treat- 
ment of the Jews and increasing 
interference in religious liberty. 
Not only is it intolerable that other 
countries, and especially those bor- 
dering -upon Germany, should, 
despite their economic difficulties, 
be obliged to cope with a flood of 
refugees, but the knowledge that 
those personal and spiritual rights 
which Englishmen hold most dear 
are being daily violated by the Ger- 
man Government is a formidable 
obstacle to cordial co-operation. 
The real test of Herr Hitler will be 
his ability to rise above the tyranny 
of hate and suspicion in his own 
country in order to establish more 
cordial relations with Great Britain 
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which is, at the moment, in a posi- 
tion to do more for the recovery of 
Germany and for the peace of the 
world than any other country 
either within or without the 
League. 


Dictators and Academic Freedom 


The curtailment of academic 
freedom and of free thought since 
the advent of the Hitler regime in 
Germany has caused a steady de- 
cline of scholarship and learning in 
a country that at one time led the 
world. According to a competent 
observer and a fine scholar, “dur- 
ing the past three years some 
twenty per cent of the best teach- 
ers and ablest scholars of Germany 
have been dismissed. They in- 
clude not only Jews but also any 
liberal professors who were thought 
to be lukewarm to Nazi doctrines. 
Sudden and unexplained transfers 
from one university to another pro- 
duced a further feeling of uncer- 
tainty and insecurity. As a conse- 
quence, both the quality and quan- 
tity of the scholarly output in Ger- 
man _ scientific periodicals has 
shrunk to a shocking degree.” As 
a result of the reduction in the 
number of university instructors, 
an attempt has been made to re- 
duce by one-half the number of 
new students admitted to the uni- 
versities each year, allowing not 
more than one-tenth to be women, 
for their place is in the home, ac- 
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cording to Nazi ideology. Moreover, 
selection of students to be admitted 
to the universities is based “partly 
on the report of the school princi- 
pal and partly on the report of the 
local Nazi leader.” Consequently, 
not only is the academic standing 
taken into consideration for admit- 
tance to the universities, but also 
“the record of the prospective can- 
didate in Hitler Youth, and the 
half year of Labour Service, his 
qualities of leadership and his atti- 
tude toward Nazi doctrines. All 
students are expected to belong to 
a Nazi organization known as the 
National Socialist Student Body.” 
Thus the collective social discipline 
of the totalitarian state is fastened 
upon the educational system of 
Germany to destroy all free 
thought. For in these countries it 
is the rule of the existing regime 
that teacher or student may not 
proclaim the truth he sees, but 
must accept the assumptions of 
that regime or withdraw entirely 
from academic life. 


Free Thought in Democracies 
Today 


While we who are so fortunate 
as to be living in democratic coun- 
tries may congratulate ourselves 
on the possession of those personal 
liberties of free thought and 
speech that are denied in Fascist 
or Communist states, we may well 
be disturbed by the progressive 
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limitation of these fundamental 
rights within many of the so-called 
democratic countries today. For, 
at a time when apparently wide- 
spread social and economic changes 
are impending, there is always. the 
danger, even in so-called demo- 
cratic states, that those who have 
power in their hands and who 
benefit by maintaining the status 
quo should seek to make sure that 
“sound” views are promoted; but 
inevitably they equate “sound” 
views with those which they them- 
selves hold and with those institu- 
tions that tend to maintain their 
position in the existing political 
and social frame work. Even in 
Great Britain, where the tradition 
of academic freedom is stronger 
than in any other country in the 
world, attempts have been made to 
curb academic freedom. Professor 
Harold J. Laski, for example, cites 
“‘a recent controversy in which the 
member of Parliament for the Uni- 
versity of London suggested a re- 
duction in the grant to one of its 
constituent colleges in order to 
bring pressure upon its governors 
to choose teachers of non-socialist 
opinions. Business men write to 


heads of colleges complaining of 
professional] articles and speeches 
which criticize beliefs they hold; 
and they threaten to withhold 
funds if such criticism continue. 
University officials rarely interfere 
directly with their teachers. But 


some of them are weak enough to 
urge silence upon them lest the 
future of the institution be jeop- 
ardized.” 

The United States has, however, 
provided some of the most dis- 
quieting examples of attempts to 
control academic freedom in recent 
times. The University of Pitts- 
burg—the forty-story skyscraper 
or “Cathedral of Learning’— 
which was founded in the late 
twenties with a high-pressure col- 
lection campaign reminiscent of a 
Florida real estate boom, may first 
be cited as an illustration of the 
determination of big business to 
control the outlook and activities of 
an institution of learning. The 
trouble began at the University of 
Pittsburg in 1929 with the com- 
pulsory disbanding of a liberal stu- 
dent club which has expressed 
radical views concerning labour 
and social problems. This out- 
break of unorthodoxy was evident- 
ly traced back to certain members 
of the faculty who had shown pro- 
gressive ideas of sympathy with 
the labour movement, and who as a 
consequence were either fired out- 
right or ultimately forced to resign. 
The climax came with the dismissal 
of Dr, Ralph E. Turner, for nine 
years Professor of History, which 
roused public opinion to such a 
pitch that a legislative committee 
was appointed to investigate the 
conduct of the university. The 
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committee’s findings, which were 
made public last September, told of 
the pressure placed upon the mem- 
bers of the faculty before their 
final resignation or dismissal, de- 
scribed the governors’ interference 
with academic freedom and the 
system of tenure of the Mellon- 
controlled, self-perpetuating Board 
of Trustees. It is some satisfaction 
to note that the public generally, 
when informed of the actual cir- 
cumstances, strongly disapproved 
of the policy of the governing body 
of the University. Moreover, the 
American Association of Univer- 
sity Professors, claiming a mem- 
bership of eleven thousand, has 
decided to blacklist any one of its 
members who accepts a position at 
the University of Pittsburg. 

From another, and perhaps less 
expected quarter of the United 
States comes a further instance of 
curtailment of free speech and 
thought even more shocking, 
namely, from the City of Boston, 
in connection with the law recently 
passed by the State of Massachu- 
setts requiring all teachers in 
state-controlled or endowed schools 
to take an oath to support the con- 
stitution and the existing social 
order. Two members of the faculty 
of Tufts College resigned on the 
ground that the act was a delib- 
erate attack on academic freedom 
of thought and speech in the State 
of Massachusetts. Many supported 
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the position taken by the two edu- 
cators, and an agitation was begun 
for the repeal of the law. On March 
20, however, when one of the teach- 
ers—Professor Earl M. Winslow, 
of Quaker persuasion—appeared 
before a Legislative Committee in 
the State House to explain his 
position and support the movement 
for the repeal of the teachers’ oath 
law as a curtailment of the rights 
of free speech, he was seized by a 
state trooper on the order of the 
irate Chairman, and thus prevented 
from finishing his plea on behalf 
of the very principle that his seiz- 
ure had denied him. Nevertheless, 
as much of his speech as he was 
allowed to give, apparently made a 
deep impression on many of those 
present, as reported by the Boston 
Herald for March 20. Much of his 
address dealt with the idea that by 
denying free speech to teachers 
legislators were themselves doing 
more to subvert the American 
order than could Communist or 
Fascists. ‘To the liberal,” he said, 
“there is little difference between 
the Communist and the Fascist. 
Both destroy liberty, and rule by 
iron command. Thus when you 
passed a law that denies liberty of 
conscience to teachers, or which 
tries to do this, you are as much 
Communist as you are Fascist, and 
you have elements of both.” A 
significant comment on this inci- 
dent was made by Professor 
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Gaetano Salvemini, an exile from 
Fascist Italy and a former mem- 
ber of the Italian Pariiament, who 
is now on the faculty of Harvard 
University. He observed that the 
present Fascist dictatorship in 
Italy had its beginnings indirectly 
in a law that was almost an exact 
replica of the Massachusetts 
teachers’ oath law. 

All this is sufficiently disturbing 
to cause serious reflection, for even 
in Canada there have not been 
lacking indications that representa- 
tives of powerful business interests 
regard with strong disapproval the 
views of certain teachers with 
radical leanings, and would cer- 
tainly support the curtailment of 
discussion of social and economic 
theories regarded as destructive tc 
the existing order. Generally 
speaking, this represents a pro- 
found and disturbing change in 
intellectual attitudes since pre-war 
times, which Professor Harold J. 
Laski in a brilliantly written 
article explains as follows: “In 
1914, men looked back upon the 
history of intellectual persecution 
and agreed that it was both waste- 
ful and irrational. To-day, over 
much more than half the world, 
there is an intellectual persecution 
wider and more profound than at 
any period since the sixteenth cen- 
tury. The reason for this change 
is that, since the war, the old secur- 


ities have gone, and with them, the 
sense of tolerance that they en- 
gendered. Men feel that free 
speculation calls the foundations 
into question, and they seek to 
suppress all ideas which, in their 
judgment, threaten the founda- 
tions. All over the world, fear, 
rather than confidence, is the 
mainspring of social action; and 
fear has always been the enemy of 
ideas.” 

Lack of security, intolerance 
and fear are the greatest enemies 
of democracy to-day, and by the 
same token they have been the 
principal means of exploiting the 
rule of Dictators. Count Sforza in 
his book European Dictatorships 
sums up the matter thus: “Parlia- 
mentary freedom is a form of free- 
dom. But the essential freedom 
without which a people is doomed 
to decline is, freedom of thought, 
of speech, of the Press, of associa- 
tion.”” Democracy, therefore, must 
and can adapt its institutions 
to the conditions of a changing 
world, so that the diffusion of 
power shall keep pace with the 
rising standards of education, well- 
being and intelligence, and it must 
also continue to believe, contrary 
to Fascist and Communist doc- 
trines, that no individual and no 
class are wise enough and unselfish 
enough to decide the destinies of a 
civilized people. 
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GILBERT C. CLARKE 


The Place of Reports 

DVERTISING has two distinct 
phases: the preparation of the 
copy and the placing of that copy 
before the prospective purchasers. 
Each phase is of utmost import- 
ance, but no matter how good the 
sales appeal of the copy may be, if 
it is not presented to the proper 

individuals its effect will be lost. 
How can this copy be best pre- 
sented? There are so many types 
of media available and such a 
multitude of units within each type 
that a very careful examination 
must be made first, as to where 
each of these types of media has 
its optimum coverage and, second, 


how the present or expected distri-. 


bution of the product fits this 
coverage. After the type of 
medium has been decided upon, a 
similar study must be made of each 
unit in that type. 

In making these examinations 
some standard basis of comparison 
should be used. The figures for 
these comparisons must be authen- 
tic and from some reliable and, if 
1Audit Bureau of Circulations. . 





possible, independent source. For 
the purpose of this discussion one 
medium only, the magazine, will 
be considered. All other media can 
be dealt with in the same manner. 

The value of a magazine to an 
advertiser lies in its circulation— 
the quantity of this circulation and 
the quality of it. Until the last 
few years the quantity factor was 
the sole factor considered by ad- 
vertisers. Quantity to them meant 
the actual number of copies of the 
publication distributed. The one 
and only standard of comparison 
was the page cost per 1,000 read- 
ers. Today, however, quantity in- 
cludes two additional factors which 
are as important as the original, if 
not more so. These are first, where 
the circulation goes, and, ‘second, 
how it was obtained. 

Quality of circulation — reader 
interest or degree of thoroughness 
with which the publication is read 
— is not so easy to determine. Ad- 
vertisers, and to some extent, pub- 
lishers themselves, have tried to 
analyze the quality of circulation. 
For any publication appealing to 
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the mass market, however, it is 
still impossible to draw up any set 
of factors which constitute reader 
interest. Such things as continu- 
ance or renewal of circulation may 
indicate reader acceptance but they 
are, after all, insecure bases for 
comparisons. Of necessity, then; 
prime attention must be focused on 
the quantity factor. 

As has been said, the figures 
used in any comparison must be 
authentic and from an independent 
source if possible. The greatest 
criterion of authenticity is an audit 
report. The wider the scope of the 
audit the more varied and hence 
more useful can be the compari- 
sons. 

In Canada there are two types of 
audit reports for publications: 
those presented by Price Water- 
house & Co. on the circulation of 
certain business papers, and those 
presented by the Audit Bureau of 
Circulations on the circulations of 
numerous newspapers, magazines, 
farm and business papers. Of these 
two the latter type is much more 
comprehensive. 


The Audit Bureau of Circulations 


The Audit Bureau of Circulations 
is an international organization 
formed for the sole purpose of 
auditing the circulations of all 
classes of publications with wholly 
paid circulations. Its membership 
is divided into three divisions: pub- 
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lishers, advertisers and advertising 
agencies. Control of the Bureau 
rests in a board of directors com- 
posed of representatives of each 
division of the membership. 

In Canada there are approxi- 
mately 120 publisher memberships, 
13 advertiser memberships and 18 
advertising agency memberships. 
Of the publisher memberships, 
newspapers are represented by 
about 80. Revenue for the oper- 
ation of the Bureau is derived from 
the fees assessed upon the mem- 
bers. Publishers’ fees vary with 
the total circulation of the publica- 
tion. Advertisers’ fees are based on 
three classes: national advertisers, 
paying the largest fee; associate 
advertisers, paying a much smaller 
fee; and local advertisers, paying a 
fee depending upon the number of 
reports of circulation they request 
from the Bureau. Advertising 
agency fees are based upon the 
total volume of business which they 
conduct over a given period. 

Any recognized advertising 
agency or advertiser is eligible for 
membership in the Bureau. Similar- 
ly, any publisher with a wholly 
paid circulation is eligible whose 
books are in such a condition as to 
supply the complete information 
required by the Bureau for at least 
one full year previous to the audit 
date. 

The Audit Bureau maintains a 
staff of auditors who make a com- 
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plete audit of the circulation rec- 
ords of each publisher member once 
a year. The report of this audit is 
sent to the headquarters of the 
Bureau in Chicago, where it is pub- 
lished in booklet form. Every 
member of the Bureau, except the 
local advertiser, receives a copy of 
each report for the district and di- 
vision of which he is a member. For 
example, each Canadian advertiser 
member receives a copy of each 
Canadian audit of the Bureau. For 
their personal use publishers may 
secure extra copies of their own 
report at a fixed cost per report. 

In addition to the regular reports, 
each publisher completes, twice a 
year, a form supplied by the 
Bureau called a Publisher’s State- 
ment. This statement follows 
closely the regular audit report and 
is itself subject to audit so that the 
information contained in it is reli- 
able. These Publishers’ State- 
ments are also published by the 
Bureau and circulated in the same 
manner as the Audit Report. 

The Audit Reports are divided 
into such classifications as news- 
papers, magazines and business 
papers. Although they differ in 
content for the various classifica- 
tions, the reports within each 
classification are uniform. For 
example, newspaper reports show 
the circulation of the newspapers 
by cities and towns, whereas maga- 
zine circulation is shown only by 
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Provinces. In each classification, 
however, the information shown is 
that which is most required by the 
advertiser. 


The Audit Report 


An audit report for a magazine 
discloses the following informa- 
tion, divided into four main sec- 
tions. The first section, compris- 
ing the first page, analyzes the 
total distribution of the publication 
to determine the net paid circula- 
tion and then subdivides this net 
paid circulation by population 
groups, mail subscriptions and 
single copy sales. These figures 
are based upon averages over the 
audit period. The second section 
of the report contains a detailed 
geographical distribution of one 
average issue of the publication. 
The third section analyzes the 
channels of single copy sales. The 
fourth section analyzes the methods 
employed for securing subscrip- 
tions during the audit period. Com- 
plete explanatory notes are included 
to aid the interpretation of each 
item. 

Too many, however, consider the 
total net paid circulation figure 
shown on the front page the only 
import figure in the A.B.C. report. 
The maximum utility, in reality, 
lies in the many bases of compari- 
son contained in the body of the 
reports. To illustrate the various 
uses of these, the six so-called Na- 
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tional magazines are chosen. These 
magazines have nation-wide circu- 
lation, appeal to the same mass 
market and are quite uniform in 
subject matter and price. They 
are Canadian Home Journal, Cana- 
dian Magazine, Chatelaine, Liberty 
Magazine, MacLean’s Magazine 
and National Home Monthly. It 
must be borne in mind that each 
comparison must be interpreted in 
terms of the product which is to 
be advertised. A condition that 
might appear unfavourable for one 
product might be ideal for another. 
In no case is there any attempt to 
evaluate the magazines, but only 
to show the method by which this 
may be done. All figures are from 
the A.B.C. Publishers’ Statements, 
June 30, 1935. 

The first step is to determine 
which type of medium should be 
used. Will magazines give the re- 
quired coverage? Chart I. shows 
the geographic distribution of the 
combined circulation of the six 
publications under consideration in 
the five major markets of Canada. 

If the product to be merchan- 
dised has 50 per cent. of its sales in 
the Maritimes, the distribution of 
magazine circulation would obvi- 
ously preclude their use in anything 
but a role supplementary to that of 
some other type of medium. A 
similar analysis of the other types 
of media would disclose the one 
more adapted to this product. 
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CHART I. 
Geographic Distribution of Circulation of 
Six Canadian Magazines 


If it is decided that magazines 
offer the correct geographical cover- 
age, the next step is to discover in 
what size communities the product 
has its biggest appeal. Chart II. 
discloses the percentage of the cir- 
culation of these magazines which 
is represented by each population 
group. 

The largest unit of magazine 
circulation occurs in those places 
with a population under 500, al- 
though approximately 50 per cent. 
of the magazine circulation is in 
places with over 25,000. If this 
distribution of circulation coincides 
with the distribution of the prod- 
uct, individual magazines must now 
be analyzed. 

The first question, naturally, is 
which magazine has the largest 
circulation. Chart III. expresses 
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CHART II. 


Distribution of Circulation by Population 
Groups for Six Canadian Magazines 
this circulation for each magazine 
as a percentage of the total circula- 

tion of the six. 

MacLean’s Magazine, with over 
20 per cent., has the largest circu- 
lation, while Canadian Magazine, 
with slightly less than 10 per cent., 
has the smallest. These circulation 
figures, however, must be inter- 
preted in terms of the advertising 
rate, which tends to equalize the 
page cost per 1,000 readers. Inas- 
much as this is not a direct com- 
parison based upon the A.B.C. 
statement, it will not be considered 
here. 

In order to compare the six publi- 
cations on a uniform basis it is 
expedient to omit the numerical 
circulation figures and present the 
information as percentages of the 
totals for each publication. 
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CHART III. 


Individual Percentage of Total Circula- 
tion of Six Canadian Magazines 


To repeat, it was said in the sec- 
ond paragraph that after deciding 
upon the type of medium to use, a 
similar study should be made of 
each unit within that type. Chart 
IV. presents the geographical dis- 
tribution of circulation of each of 
the publications in the five major 
markets. Each column represents 
the total net paid circulation of the 
magazine. 

Quebec, because of its French 
population, and the Maritimes, be- 
cause of its paucity of population, | 
have the weakest magazine cover- 
age. Ontario and the Prairies | 
absorb the majority of the circula- 
tion. An interesting comparison | 
can be made between Charts IV. 
and I. 

Chart V. shows the breakdown 
of circulation of each of the six 
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Geographic Distribution of Circulation 


publications into the major popu- 

Now, if the results of these two 
charts are compared with the dis- 
tribution of the product, the publi- 
cations can easily be ranked as to 
their effectiveness in giving the 
coverage desired. Up to this point, 
however, it has been assumed that 
the circulation of each publication 
is of equal value. But how was 


this circulation or coverage ob- 
tained? A comparison over a period 
of three to five years should be 
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lation groups. Again, a comparison 
of this chart with Chart II. will 
prove interesting. 
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C.H.J. C.Mag. Chat. Liberty MacL. 

1—Over 500,000. 5—9,999-2,500. 

2—499,999- 100,000. 6—2,499-1,000 

3-—-99,999-25,000. 7—999-500. 

4—24,999-10,000. 8—Under 500 
CHART V. 

Distribution of Circulation by Population 

Groups 


made to determine how the present 
circulation has been built up. As 
methods vary little from year to 
year, however, for the purposes of 
this discussion only one period will 
be examined—the six months end- 
ing June 30, 1935. This compari- 
son is based upon the methods of 
securing subscriptions. 

Each block in Chart VI. repre- 
sents the total subscriptions re- 
ceived during the period. The 
shaded sections represent the 
percentage secured with special 
inducements and the unshaded sec- 
tions the percentage secured with 
no special inducements. 

The item “Subscriptions secured 
at reduced prices” is composed of 









49.7% 











? il 


50.3% 
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C.H.J. C.Mag. Chat. MacL. 


Subscriptions secured ==Subscriptions secured 
at reduced prices. with premiums. 


Subscriptions secured Subscriptions secured 
| in combination offers. with no special inducement. 


CHART VI. 

Methods of Securing Subscriptions 
those subscriptions received as a 
result of special Christmas offers. 
Whether such subscriptions are as 
good as those secured with no 
special inducement is a matter for 
each individual advertiser to de- 
termine for himself. Some claim 
they represent “the class” of the 
subscriptions since these subscrib- 
ers think well enough of the publi- 
cation to give it for a present. 
Others claim they represent one of 
the poorest types of subscriptions 
since the magazines are so cheap 
to give yet so large in bulk. Simi- 
larly, “subscriptions in combination 
offers” and “subscriptions with 
premiums” are worthless or valu- 
able depending upon individual 
judgment. 


? 
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Summary 


After evaluating the circulation 
of each magazine in its various 
aspects as outlined here, the adver- 
tiser can make his choice of a publi- 
cation with much greater certainty 
that he will be getting the best 
available coverage. True, he must 
also consider additional factors, 
supplied by the publishers, such as 
the detailed breakdown of circula- 
tion by individual cities and towns, 
and the cost per 1,000 readers. But 
the series of comparisons herein 
suggested will serve as a reliable 
and guiding standard for his choice. 

The exact method of analysis 
will, of necessity, vary from one 
type of medium to another, depend- 
ing upon the information contained 
in the Audit Bureau Reports. For 
example, in the case of newspapers 
such factors as “circulation within 
the city proper,” “circulation 
within the trading area,” “rural 
circulation,” “mail subscriptions,” 
etc., are all important guide posts 
to the prospective advertiser. The 
principle, however, of using every 
available piece of information sup- 
plied by the Audit Bureau of Cir- 
culations is applicable to all types. 
The reports of this organization 
are, in more ways than one, the 
“A.B.C.” of advertising. 
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THE FINANCING OF RESIDENTIAL BUILDING 
IN CANADA 
MILLARD J. GRANT 


URING the period from 1920 

to 1928, with the rapid 
growth of our industrial centres 
and the increasing demand for 
housing and office accommodation, 
money was readily available for 
construction of all kinds. Land 
values appreciated to such an 
extent that a prospective builder 
needed little more than his invest- 
ment in the site to complete his 
project. First mortgage loans of 
from fifty to sixty per cent. of the 
value of the completed structure 
were competed for by the lending 
institutions and private capital 
was advanced in excess of those 
percentages for first mortgages or 
second mortgages at high interest 
rates. Home builders could com- 
plete a dwelling and sell it with a 
sufficient first payment to realize 
upon their own investment, which 
frequently consisted of nothing 
more than the land and their profit 
for the construction. 


With the depression and the 
resultant lower wages and unem- 
ployment, those who had been 


anxious to become home owners 
found it increasingly difficult to 
pay their interest charges. Local 
improvement assessments in newly 
developed areas where large blocks 
of money had been advanced so 
increased the tax bills that default 
was inevitable. Demand for prop- 
erty fell to a new low and values 
depreciated so quickly and to such 
an extent that small equities of 
home buyers were soon wiped out 
entirely, and they had nothing to 
do but give up possession or be 
evicted. Lenders who had orig- 
nally considered that they were 
making conservative investments 
became aware that these were 
alarmingly close to the probable 
values of the properties securing 
them, and that it was difficult to 
rent a surrendered property for 
sufficient to pay the bare carrying 
charges. 


Various forms of moratorium 
legislation added to the worries of 
mortgagees. As a general rule 


they had found it advisable to 
encourage an industrious buyer to 
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attempt to carry on, rather than 
to take possession for the sake of 
getting a low rental, and proceed- 
ings were resorted to only in cases 
where the occupant refused to 
make any reasonable payments. 
Such legislation, so far as it has 
given occupants a right to ask for 
extensions of time for payment of 
interest and taxes, has proved a 
hardship upon indulgent lenders, 
who have thus been forced to pro- 
vide housing, in many cases at a 
direct loss, for those who have 
little chance of being able to redeem 
even over a long period. For, 
although in theory an occupant has 
always been supposed to pay all 
necessary carrying charges, the 
experience has been that payments 
are irregularly made and the ten- 
dency of the courts has been to be 
lenient even at the expense of the 
mortgagee. Under these circum- 
stances, new lending practically 
stopped. Investors were discour- 
aged with the prospects of the 
mortgage market and quickly 
turned to bonds, in which yields 
were then comparable, the prin- 
cipal seemed more secure and the 
necessity for close supervision was 
less. 

Some mortgage money has been 
available at all times, but never in 
quantity until the summer of 1935. 
This condition was general in all 
municipalities even though ‘the 
investors suffered their greatest 
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losses in the larger industrial 
centres where quick expansion had 
not been sound, for their experi- 
ence in such places had taught 
them caution with respect to all 
localities. Since the summer of 
1935 the construction trade has 
shown a marked improvement. 
The lowering of interest rates on 
bonds has made mortgage yields 
attractive again and mortgage 
loans in conservative amounts 
have been made fairly freely by 
institutions to selected borrowers. 
There is still no quantity of private 
funds available, since principal re- 
payments during the last seven 
years have been too small to pro- 
duce much capital for reinvest- 
ment. This freeness of institutional 
money has undoubtedly stimulated 
construction. Another factor has 
been the demand in some centres 
for more modern housing, because 
construction has been at a stand- 
still for so long. 


Realizing the need of encourag- 
ing families to own houses of their 
own, thereby providing employ- 
ment in the building and supply 
trades, Parliament at its last ses- 
sion passed The Dominion Housing 
Act, under which adequate funds 
may be furnished to any person who 
is anxious to build a home of his 
own and can afford to do so. The 
Act is predicated upon the prin- 
ciple that a person in ordinary cir- 
cumstances can afford to build if 
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IN CANADA 


he has sufficient to contribute to 
the financing of at least one-fifth 
of the cost of the operation. Lend- 
ing institutions are restricted by 
various statutes governing their 
investments to loans of amount 
bearing a fixed percentage to the 
value of the security on which they 
are made. These percentages are 
not sufficient in the majority of 
cases to permit persons with lim- 
ited capital to complete their pro- 
jects, and for that reason it became 
necessary to propound a scheme 
whereby the additional capital 
could be provided. The plan set 
up in the Act provides that where 
an institution is willing to make a 
loan to the extent which it is per- 
mitted by statute to do, the Gov- 
ernment will advance an additional 
twenty per cent. of the value of the 
property offered as security to the 
lender. In this way loans of from 
seventy to eighty per cent. of that 
value can be obtained. 


In passing the Act, Parliament 
doubtless considered that lenders 
would be satisfied to make loans if 
they were afforded the protection 
which past experience had taught 
them was necessary in bad times. 
Lenders had learned that the 
physical security was a thing on 
which they could estimate the 
amount which they might be pre- 
pared to advance, but that they 
must, for safety, look behind that 





and to the financial responsibility 
of the borrower or of the person 
who would eventually become the 
occupier of the premises. Too 
often they had found that the 
builder had sold to a person who 
was convinced in one way or 
another that he could afford some- 
thing for which he could not pay, 
and who found after a few short 
months that he had assumed too 
large an obligation. If a recurrence 
of the conditions which have ex- 
isted over the last seven years was 
to be prevented, provision had to be 
made to prevent houses built under 
the Act from getting into the hands 
of persons who are financially 
irresponsible. To this end the 
assistance of the Act is given only 
to those who have a good credit 
reputation and are reasonably as- 
sured of sufficient income to meet 
the payments falling due after the 
house is completed. 


Any lending institution which is 
approved by the Government and 
has power to loan money on the 
security of real property, may 
contract with the Minister of 
Finance to make the contemplated 
loans. The Minister, in making 
such contracts, will take into con- 
sideration the necessity or lack of 
necessity for further construction 
in the locality where the institution 
proposes to operate under the law. 
The lender may thereafter arrange 
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the loans as it sees fit and call upon 
the Government to contribute 
towards the advances up to twenty 
per cent. of the cost ‘of the 
construction. Similarly municipal 
housing commissions may make 
arrangements for joint loans. 

Following the trend towards 
lower interest rates, the loans bear 
interest at five per cent. The Gov- 
ernment’s proportion is advanced 
through the primary lender, which 
remits to the Government three 
per cent. per annum on the 
amount so advanced ; this gives the 
primary lender a yield of slightly 
more than five and one-half per 
cent. on its own advance. In this 
way, the institutions obtain the 
approximate current rate for their 
money, the Government can equal- 
ize the interest which it must pay 
on moneys borrowed for such pur- 
poses, and still the borrower pays 
less than he would have had to pay 
for even a smaller loan obtained 
any time within the last twenty 
years. It might be argued that the 
Government is asking too little as 
compared with the yield to the 
other lender, but it must be borne 
in mind that the institutions have 
all the work of bookkeeping and 
collection. 

Quick repayment of the prin- 
cipal sum is not required, but may 
be made by the borrowers if' de- 
sired. The loans are made orig- 
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inally for a ten-year period and the 
contracts provide for a renewal for 
another ten years if the lender is 
satisfied with the previous pay- 
ment record. Principal is amor- 
tized over the twenty-year period 
so that by regular monthly pay- 
ments the entire sum will be repaid 
at the expiration of that time. In 
addition, the borrower must in- 
clude in each monthly payment 
one-twelfth of the estimated yearly 
taxes on the property, which the 
lender in turn pays on their due 
date. Yearly adjustments are 
made to take care of any under or 
over-payment towards such taxes. 
This undoubtedly adds to the book- 
keeping which the lenders must do, 
but is particularly advantageous 
from their standpoint as it pre- 
vents an accumulation of arrears. 
As far as the small borrower is 
concerned, it is a splendid thing 
for him to have a small fixed 
monthly amount which he must 
budget for rather than huge 
amounts for which he has not made 
adequate provision. 

The types of buildings sought to 
be promoted are multiple family 
houses for rental and detached 
houses for the occupancy_of the 
borrower or for sale to an occupant 
who will assume the loan. Where 
a house is built for occupancy by 
the borrower, the loan is advanced, 
after he has contributed his full 
proportion to the financing, as 
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the work on the building pro- 
gresses. If the house is being 
built for sale, one-quarter of the 
amount of the loan is held back 
by the lender to be advanced when 
the house is sold to a purchaser 
satisfactory to the mortgagee. 
Mortgagees will doubtless require 
that such persons have capital with 
which to pay off the builder’s 
interest and have a favorable pros- 
pect of meeting regularly the pay- 
ments falling due. Loans on mul- 
tiple houses built for rent are not 
fully advanced until the prem- 
ises have been leased to the satis- 
faction of the lender. A similar 
amount as in the case of a house 
built for sale is withheld pending 
rental of nine-tenths of the 
building. 

Plans and specifications of the 
contemplated work must be sub- 
mitted at the time application for 
the loan is made. This application 
must be made before the work is 
started at all. Certain minimum 
standards of construction have 
been set up by the Economic 
Council which make for a better 
building at low cost and the lend- 
ing institutions must supervise the 
work as it proceeds to be sure that 
such standards are upheld and that 
the materials used comply with 
specifications prepared in a similar 
manner. These provisions give the 
borrower, without cost, the benefit 


of careful study by competent 
architects and engineers advising 
the Economic Council, and assure 
the lenders that the advance is 
spent to good advantage and that 
the building will not depreciate be- 
cause of poor workmanship or 
faulty materials. In addition, the 
lenders may in this way prevent 
duplication of exterior design 
where a number of buidings are 
being erected in one district. 

On the whole the Act should 
prove very satisfactory to both 
lender and borrower. The borrow- 
ers’ equity in a_ building is 
increased from month to month by 
the payments of a prearranged 
amount which he must, at the out- 
set, satisfy the lender of his ability 
to make. On the other hand, he 
gets his money from a lender who 
is reputed to be fair and reason- 
able, at a rate never available to 
him before. The lender is protected 
by new schemes for supervision of 
the investment throughout the 
entire period of indebtedness. 

The statute also provides a 
means for study and report by the 
Economic Council on problems 
relating to clearing and re-develop- 
ment of overcrowded urban areas, 
and the necessity for establishing 
housing schemes in various local- 
ities to construct, with state aid, 
premises to be leased to low wage 
earners. What may be done along 
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these lines within the next few 
years is a matter for conjecture 
only; it probably will depend to a 
large extent upon the attitude of 
individual municipalities towards 
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such proposals. But it is another 
definite indication that Parliament 
is awake to the need for permanent 
advancement of social conditions 
on sound economic principles. 

















EARLY HISTORY OF SMALLMAN & INGRAM, 
LIMITED 


J. LAURENCE DAMPIER 


Early London History 


HE year 1936 marks the One 
Hundred and Tenth Anniver- 
sary of the founding of the com- 
munity which is now the City of 
London. In the year 1826, after the 
site had been surveyed for settle- 
ment purposes at the command of 
Governor John Graves Simcoe, the 
first settler, one Peter McGregor, 
erected the first home. The spot 
was where the two branches of the 
river Thames meet and was known 
as “The Forks.” The following 
year a courthouse and jail were 
erected to serve a community which 
was growing rapidly. The settle- 
ment became a village in 1835 and 
in 1847 the Town of London, with 
a population of over 2,000, was in- 
corporated. While London was a 
town, it developed rapidly; brick 
houses were erected, one of which 
was for London’s first storekeeper, 
Mr. Denis O’Brien. St. Paul’s 
Cathedral was built in 1846. 
“These early townsmen were not 
timourous dealers— they did 
things.” For that reason London 
became a thriving city in 1855 and 





real development began. Many 
large industrial enterprises were 
started, among them being McCor- 
micks, Carlings, Labatts and sev- 
eral large oil refineries. 

The enterprise with which this 
paper is concerned is that of Small- 
man & Ingram, a partnership form- 
ed by two Londoners to carry on 
the business of “Retail Dry Goods 
Merchants at the City of London.” 
This partnership was established 
in 1877, twenty-three years after 
London became a city. At that 
time horse cars were used on the 
street railway, which was not 
electrified until 1895, the streets 
were dimly lit by gas lamps, the 
roads were poor, bustles were the 
order of the day. Although ad- 
vancing rapidly as a commercial 
centre, London in 1877 was dis- 
tinctly old-fashioned when one 
compares it with the London of 
today. 

The Founders 

As the name implies, two men 
were responsible for the founding 
of this well-known department 
store. Mr. John Bamlet Smallman, 














132 


an Irishman who came to Canada 
when he was quite young, received 
his early training and experience 
in the dry goods business as an 
employee of the firm of George D. 
Sutherland, a retail dry goods 
establishment located on the south 
side of Dundas Street. He was 
twenty-eight years of age when he 
entered into partnership with Mr. 
Ingram in 1877. He died in 1916, 
having served the business for 
thirty-nine years. Apart from his 
work in merchandising, Mr. Small- 
man acted as the bookkeeper and 
treasurer of the firm. The early 
books of the partnership, now the 
property of the Lawson Memorial 
Library, give a beautifully and 
accurately kept history of this 
interesting retail business. 

Mr. Lemuel Hill Ingram, father 
of the present president of the 
firm, was a Canadian and six years 
younger than his partner. He re- 
ceived his early education at the 
old Union School and then entered 
the services of John Green & Co., 
wholesale dry goods merchants. 
Here he became a pupil of John 
Green and learned the dry goods 
business thoroughly. When he was 
twenty-two years of age he entered 
into partnership with Mr. Small- 
man. Mr. Ingram was primarily 
the merchandising manager of the 
business and devoted his efforts 
to carrying out this phase of, the 
partnership with the assistance 
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of his partner. Mr. Ingram died 
in 1901 while still in his prime 
after having served as a member of 
the firm for twenty-four years. It 
was the death of Mr. Ingram which 
terminated the original partner- 
ship of Smallman & Ingram. The 
business was then operated as a 
proprietorship by Mr. Smallman 
until 1908, when, believing that 
certain of the faithful employees 
should be allowed to participate in 
the success of the firm, he formed 
the limited liability company of 
Smallman & Ingram, Limited, and 
distributed shares to some forty of 
the employees. 


The Founding 


Both Mr. Smaillman and Mr. 
Ingram were young Londoners who 
ventured into business on their 
own account with confidence and 
ability that overcame every diffi- 
culty. The two men probably be- 
came friends through their church 
affiliation, both being Methodists. 
As friends, they no doubt had dis- 
cussed the business of distributing 
dry goods and because the one was 
trained as a retailer and the other 
as a wholesaler, they were probably 
brought to see each other’s point of 
view and were later able to visualize 
many opportunities for improving 
the status of the dry goods business 
in the City of London. The history 
of the firm illustrates conclusively 
that these two men were responsi- 
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ble for making many improve- feeling that both partners were 


ments which were advantageous 
to their business. Certainly both 
men were keenly interested in the 
dry goods business. The partner- 
ship was conceived as an ideal 
agreement from a business and 
social standpoint, the two men 
being singularly adapted to each 
other and to the business in which 
they were engaged. Their business 
was formed to fill the needs of a 
growing and thriving community 
and as the city grew, so did their 
business expand to keep in step. 
That the expansion was never 
beyond the point warranted by the 
city’s growth is an indication of 
the sound business policies which 
were adopted by the firm. 

The partnership agreement was 
not drawn up and witnessed until 
some five months after the store 
was opened on September 8, 1877. 
The agreement was made for a 
period of ten years, but when it 
lapsed in 1887 it was not renewed, 
and the partnership continued to 
operate under a verbal contract in 
the same manner that it had 
begun. This fact illustrates how 


completely in agreement the two 
men must have been and how deter- 
mined they were not to let the suc- 
cess of their enterprise be jeopard- 
ized by any dissensions of its own- 
ers; selfish motives did not exist. 
The original books portray the 


sure that their enterprise was 
going to be a success. This is indi- 
cative of the confidence which the 
two men had in the future of the 
City of London. A _ newspaper 
article states that both men were 
fine Londoners. Another interest- 
ing incident which demonstrates 
that the two men were extremely 
interested in the welfare and de- 
velopment of the city is that when 
the Bank of London was estab- 
lished in the city by local interests 
in 1883, the firm moved its account 
from the Federal Bank to the new 
institution. The relationship with 
this bank terminated four years 
later when it failed. The account 
was moved to the Bank of British 
North America, which later became 
a part of the Bank of Montreal. 

Three thousand dollars was the 
original capital invested by the 
partners in equal amounts of 
fifteen hundred dollars. This sum 
represented the total savings of 
the two partners. They had faith 
in the future of their enterprise, 
but it is unlikely that they antici- 
pated it would become the large 
and successful organization which 
today it undoubtedly is. 


Early History and Policy 


The original store was only six- 
teen and a half feet wide and was 
situated on the present site of the 
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extreme easterly portion of what 
is now the Woolworth store. The 
property was owned by John Coote, 
to whom they paid rent of $100 
each month. Six employees were 
prepared to wait on the public on 
September 8, 1877. The chief of 
these was James Smith, witnesser 
of the partnership agreement, who 
was in the firm for many years. He 
received as much return for his 
services as the partners allowed 
themselves in the first few years. 
The early records show very little 
turnover in the staff, a point which 
indicates that these clerks were 
satisfied with the attitude which 
their employers took toward them. 
The sales of the first day amounted 
to $113.96. This was really a large 
amount for a busy Saturday. From 
the early beginning a large portion 
of the business was done on a credit 
basis, but after these accounts be- 
came burdensome a cash sales sys- 
tem was adopted upon the advice 
of Mr. Smallman. This method of 
doing business was accepted by the 
whole community. Later the plan 
was modified and regular custom- 
ers were allowed the privilege of 
having a charge account. Some of 
the names which appear on the 
books as early as 1877 and 1878 
include, Josiah Blackburn, owner of 
the London Free Press; Dr. R. M. 
Bucke, superintendent of the On- 
tario Hospital; James Duffield, 
brother of the founder of the City 
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Gas Company, and other well- 
known early Londoners. 

There was only one department 
in the first store, dry goods made 
up chiefly of mantles and millinery. 
Their early advertisements stressed 
the economies of purchasing these 
articles at Smallman & Ingram. As 
far as advertising is concerned, the 
partners used this method of reach- 
ing the public until 1880. After 
this time no advertisements ap- 
peared till some ten years later. 
Neither of the partners had any 
faith in this mode of attracting 
customers to their store. The ad- 
vertising copy of these early years 
in the London papers was not of 
the same standard which it is to- 
day ; at that time it had little or no 
value because it did not give any 
definite or worthwhile information 
to the public. Later, the Smallman 
& Ingram advertisements began to 
appear in much the same fashion 
as at the present time. They be- 
came a real shopping guide and a 
service to the buying public. To 
illustrate the type of copy, it is 
interesting to note that their ad- 
vertisements always presented the 
daily weather report. The copy 
also had a picture of the store 
superimposed on a globe to illus- 
trate the fact that their buying 
markets were spread even to other 
continents. 

Although there was a minor 
business depression during the 
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early years of the history of this 
business, the total sales of Small- 
man & Ingram increased each year 
over the preceding year. In only 
one year prior to 1927 was this fact 
not true. In the first ten years 
sales increased from $12,000.00 to 
$112,000.00! These substantial in- 
creases in sales are synchronous 
with an increase in the population 
of the city, a sure sign of the en- 
dorsement and appreciation of the 
store policy and modern methods 
by the citizens of London and the 
surrounding districts. The progress 
was slow at first, but it was also 
steady and sure. 

A further analysis of the original 
books shows that, although the ex- 
penses of the firm (made up chiefly 
of wages, rent, taxes, insurance, 
freight, wear and tear, and inci- 
dental items) increased in this 
period, they did not increase at the 
same rate as sales, a proof of good 
management. The fact that the 
partners insured the plate glass 
windows of the store and certain 
other valuable fixtures illustrates 
how completely and thoroughly 
they operated their firm, because 
insurance at that time was a rela- 
tively new device. In only one year, 
1883, were the wages lower than in 
the preceding year. This item of 


expense increased appreciably, al- 
though the number of employees 
remained at ten for the greater 
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part of the first sixteen years, for 
which definite figures are available. 
The fact that the inventory shown 
in the original books at the end of 
the year had increased with the 
sales, but to a lesser extent, illus- 
trates the sound merchandising 
policy of the firm. They did not 
allow burdensome inventories to 
accrue and thus were able to keep 
merchandise up-to-date, an import- 
ant consideration for any successful 
retail establishment. 

Mr. Smallman allowed depreci- 
ation of ten per cent. for “wear and 
tear” on shop furniture. These 
items included sewing machines, 
awnings, equipment, gas fixtures 
for lighting, shop windows, fixtures 
and counters, and smaller items. 

That the business developed more 
quickly than the partners had ex- 
pected is shown by the original 
partnership agreement whereby 
each partner was to withdraw as 
salary only $600.00 annually. After 
the first year this amount was in- 
creased to $1,000.00, at which fig- 
ure it remained for at least fifteen 
years. The men were also able to 
withdraw substantial profits of 
$5,000.00 each in 1887, 1888, 1891 
and 1892. Compare these figures 
with the original investment of the 
two men of only $3,000.00. 

In 1882, five years after they 
began business, the partners made 
the first of many buying trips to 
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England and later to the Continent. 
The fact that they spent time and 
money in doing this illustrates that 
they were trying to bring to Lon- 
don the best possible goods at the 
most satisfactory prices. The first 
trip was made by Mr. Smallman 
and each year after, until Mr. Ing- 
ram’s death in 1901, the partners 
alternated in making thetrip. These 
trips resulted in extensive pur- 
chases. Duties in 1882, the year in 
which the firm took the title of 
“Importers,” amounted to $4,182. 
The cost of each trip, which in the 
early years was only $500.00, was 
added to the Merchandise account. 
In the first two years, strangely 
enough, it was deducted from the 
annual salaries of the partners in 
amounts of $250.00 each. After 
1901 buying trips were made every 
year, excepting from 1916 to 1918, 
when the war situation made them 
inadvisable. 

At no time did the firm encounter 
financial difficulties. On occasions 
the partners borrowed money from 
the bank with which they dealt, in 
order to finance purchases, but 
these notes were always paid be- 
fore or at maturity. Good manage- 
ment and sound merchandising 
policies were important factors. 
Books were carefully kept and 
statements prepared at the close of 
each fiscal year on January 3ist. 
Thrift was an important policy of 
the firm. Discounts on the pur- 
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chases made by the partners were 
taken at every opportunity. This 
policy resulted in savings of 
$1,100.00 in 1878, $1,500.00 in 
1879, $1,700.00 in 1880, $2,100.00 
in 1881, and $2,200.00 in 1892. 
These savings enabled the partners 
to offer their goods to the public at 
prices lower than would have 
otherwise been possible. 

The first important expansion of 
the firm took place in 1892. The 
figures for the few years prior to 
this date demonstrate clearly that 
the business had expanded beyond 
the capacity of the premises. Sales 
had more than quadrupled during 
the first fifteen years; additions 
had been made to the store fix- 
tures; the inventory in 1892 was 
three times that of 1879; the staff 
of six was enlarged to ten in 1889 
and to 12 in 1890. The population 
of London had doubled since 1877. 
Smallman & Ingram were forced to 
expand their premises and adjust 
their business to meet the increas- 
ing needs of a well-established and 
thriving commercial centre. The 
first purchase of real estate was 
for that part of the present store 
which is now the extreme westerly 
portion. This increased the front- 
age by nineteen and a half feet. In 
1897 the store was expanded to in- 
clude three store fronts. This 
expansion, completely financed by 
the partners, marked the first great 
development of the firm towards its 
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present size. The increase in size 
of the premises made it possible to 
add new departments to the firm. 
In 1897 a boot and shoe department 
was added, but was later discon- 
tinued when found to be unprofit- 
able. In the same year toytown 
was added; it has become an im- 
portant part of the firm’s Christ- 
mas trade. It was not until 1908, 
when the present store was erected, 
that other departments were added. 

Smallman & Ingram were pion- 
eers in London of merchandising 
policies which are now in wide- 
spread use. They were the first to 
adopt the cash policy which has al- 
ready been mentioned. In 1900 the 
partners adopted the policy of clos- 
ing the store early on Saturday 
rather than staying open until ten 
or eleven o’clock in the evening. At 
first the store remained open only 
till six, but this hour was later 
changed to five-thirty. This policy 
was appreciated by all the em- 
ployees, had no ill effects on the 
business and was largely adopted 
by other firms. A newspaper ac- 
count of the early closing states 
that when Smallman & Ingram 
adopted the policy, a “near sensa- 
tion” was created in the city. Im- 
proved results were obtained from 
an even more loyal staff of em- 
ployees. 

Stated Policy 

An important contributing factor 


to the success of this retail enter- 
prise was that the partners, from 
the early beginning, based their 
methods on a stated policy. This 
was unusual for organizations of 
this kind. Not being over-ambitious, 
but satisfied to do the right thing 
and await results, it was decided 
that their business policy should 
be founded on the Golden Rule, “Do 
unto others as you would have them 
do unto you.” This policy has been 
strictly adhered to from the 
beginning down to the present 
time. Today, a more detailed and 
elaborate statement of the policy 
governs the actions of the firm. 
Each of these details, however, 
may be traced with little difficulty 
to the policies which were inaugu- 
rated by the original partners. 
Smallman & Ingram was one of the 
first stores, if not the first, in Lon- 
don to adopt the one-price policy. 
Prior to the time of the founding of 
the store, it was customary for 
buyers to bargain about the price 
of articles which were displayed in 
local stores. Rarely, if ever, was 
the price clearly marked on the 
articles. When Smallman & Ingram 
opened their store, the one-price 
policy prevailed and it was not long 
before it was accepted by other 
merchants in the city. A definite 
step toward improving merchan- 
dising policy in London had been 
made. Smallman & Ingram were 
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the first merchants to stop having 
a clerk selling wares displayed out- 
side the store front. The results of 
this move were profitable and the 
policy was generally accepted. 
From the early beginning the part- 
ners adopted the policy of refund- 
ing money on returned purchases 
or exchanging other goods for this 
merchandise. This policy is still 
followed by the firm. The delivery 
of goods was made a special feature 
from the start, this being one of 
the first stores in London to make 
use of the general delivery service. 
An even more interesting point is 
that Smallman & Ingram was the 
first store in Ontario to offer, with- 
out any restrictions whatever, to 
pay the carrying charges on all 
mail orders, no matter how small 
the order. 

The important thing to remem- 
ber is that this store was pioneer- 
ing these merchandising policies; it 
was not necessary for them to put 
them in force because of competi- 
tive conditions. On the contrary, 
they arose out of a natural desire 
of the firm to serve the public in 
London and vicinity. The firm ex- 
panded with the city; the growth 
of the two was simultaneous. In 
so far as the firm depended upon 
the city for its existence, the part- 
ners adopted the policy of providing 
a modern and practical store where 
the citizens might be served in a 
manner which would be appreciated 
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by the majority of them. The de- 
velopment of the enterprise indi- 
cates that they were unusually 
successful in putting this policy 
into effect. 
Later History 

The later history of the firm, 
since the termination of the part- 
nership in 1901 on the death of Mr. 
Ingram, is one of development and 
growth. From 1901 to 1908 the 
business was operated as a proprie- 
torship by Mr. Smallman, who ac- 
quired control of his late partner’s 
share. It was in 1907 and 1908 
that the present building was 
erected to take care of the needs 
of increasing business. The old 
building was demolished and evacu- 
ated and the present one erected 
and entered without the loss of one 
day’s business. Many new depart- 
ments were added and the firm be- 
came known as a department store. 
The number of employees had in- 
creased from six in 1877 to one 
hundred and ninety-eight in 1907 
and later to over four hundred, an 
indication of success and growth. 

Other important developments 
were made in later years. The 
modern delivery service was estab- 
lished. The mail order business 
was expanded and a catalogue was 
issued for the first time in 1911. 
After a number of years these 
catalogues were discontinued. Buy- 
ing trips to Europe now included 
countries other than England. 
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Later, foreign buying offices were 
established in London, Paris and 
New York City, and staffs main- 
tained in order to facilitate buying 
in foreign markets. Many other 


incidents of development could be 
noted here, but they are too numer- 
ous to be included. 

In 1916 Mr. Smallman died, leav- 
ing behind a business which will 
always remain a monument to the 


resources and vision of himself and 
his partner. Mr. Gordon Ingram 
succeeded him as president of the 
firm and is in that capacity at the 
present time. The business has 
gone far since that Saturday morn- 
ing in September, 1877, when the 
two young men opened the door of 
their small store, but the develop- 
ment of the store has always been 
parallel with that of the city itself. 








